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FOREWORD 

• * ' • * • ...... • .* .... , • 

On December 22, 1951, the Administrator of the Wage and Hour and 

Public Contracts Divisions,' pursuant' to the provisions of the Fair Labor 
Standards Act of 1938,' as - amended, appointed Special Industry Committee 
No* 11 for Puerto Rico, It is the duty of this Committee to investigate 
economic and competitive' conditions' in various industries- in Puerto Rico, 
and in each industry to recommend to' the Administrator the highest minimum 
wage (not over 75 cents an hour)'which it determines'will not substantially 
curtail employment in the industry. The Act further directs that the Commit¬ 
tee shall not recommend a minimum wage rate which will give any Industry in 
Puerto Rico a competitive advantage over any industry in the United States 
outside of Puerto Rico and the Virgin Islands, 

The statistical and other economic data given in the present re¬ 
port have been assembled for the purpose of assisting the Committee in the 
performance of its statutory functions in connection with its recommendation 
of a minimum hourly wage rate for the Hooked Rug Industry in Puerto Rico, 

This study does not, however, purport to constitute a complete economic 
analysis of the industry, but contains such currently available information 

ci) as is bclievod to bo of intorest to tbo Committee in its investigation of 

. .s 

^ the industry*s economic and competitive conditions* 

^ Tho report was prepared by Hans G* Rcif under the general super— 

^ vision of Thomas J, Judge, Chief, Branch of Minimum Wage and Homo Work, 

Robert G, Groncwald, Director 
Division of Wage Determinations 
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Administrative Order Ho. Ul7 appointing Special Industry Committee 
To, 11 defines the Hooked Rug Industry in Puerto Rico as: 

"The manufacture of hooked or punched rugs and carpeting". 

The definition contained in the present wage order for this industry 
refers merely to "the manufacture of hooked rugs". ’ VJhile this wording is 
ini.ended and has been interpreted to include all floor coverings made by a 
hooking or punching process, the modifications made in the definition con¬ 
tained in Administrative Order IJo. 1|17 clarify this point. 

As a result of the recommendations of Special Industry Committee 
No* 5 for Puerto Rico which met in August 19h7 } the Hooked Rug Industry is 
presently classified for wage order purposes into two separable divisions, 
namely, the hand-hooked rug division and the machine-hooked rug division. 
These divisions are defined as "the manufacture of hooked rugs by a hand¬ 
hooking process" and "manufacture of hooked rugs by a process other than 
hand—hooking w * Although machine-hooked rugs are not produced in Puerto Rico, 
this division was established to preserve the customary wage differential 
between machine-made and hand-made products. 

The vrage rates recommended by this Committee were approved by the 
Administrator and incorporated into a wage order which became effective on 
May 2li, 19^8, The rates provided in this order are as follows: 

Division Minimum Tfage Rate 

(cents per hour) 


(1) 

Hand-hooked Rugs 



(a) 

Hand-tufting or hand-sewing 
operations 

18 


(b) 

Operations other than hand- 
tufting or hand-sewing 

27 

(2) 

Machine-hooked Rugs 

Uo 


Subsequently, Special Industry Committee No. 
1950, considered minimum wage rates for the Hooked Rug 


8 which net in August 
Industry in Puerto Rico. 


The wage rates recommended by this Committee were as follows:_ 

Division Minimum Wage Rato 

. (cents per hour7 


Hand-hooked Rugs U0 

Machine-hooked Rugs U5 
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The three employer members of the Committee submitted a dissenting 
opinion from the majority recommendation. The dissenting opinion stated that 
the substantial increase in minimum wages recommended, would tend to drive 
the Hooked Hug Industry out of business in Puerto Rico, with a resultant re¬ 
duction in employment. 

Following public hearings on this recommendation, the Administrator 
issued a proposed decision oh June 15, 1951 approving the minimum T/ago rec¬ 
ommendations of Special Industry Committee No, 8 pertaining to the Hooked Rug 
Industry in Puerto Rico, 

Exceptions to the findings and opinion on which the Administrator 
based his proposed decision wore filed by the manufacturers engaged in the 
Hand-hooked rug industry in Puerto Rico. Those briefs emphasized the fast 'thsrtrtha 
industry had operated at a loss since 19^7 and that approved of the recom¬ 
mended minimum v/ago rates would increase the direct labor cost to such on extent 
that it would result in severe curtailment or complete stoppage of production. 

In view' of these latter considerations, the Administrator issued 
his final decision on December 5, 1951, rejecting the recommendations of 
Special Industry Committee No, 8 for the Hooked Rug Industry. At the same 
time, ho indicated his intention of referring the matter of a minimum wage 
rate for this industry to another committee. 

DESCRIPTION OF THE INDUSTRY IN PUERTO RICO 


Organization 

In November 1951, the manufacture of hooked rugs in iWerto Rico 
was carried on by three firms which were operating five establishments. The 
oldest of these companies, Creative Textiles, Iric., was organized in 1937 
and was the only hooked rug manufacturing firm on the Island until 19Uj. In 
the past, Creative Textiles has operated as many as seven plants utilizing 
about a thousand factory workers but at the present time, its output is han¬ 
dled by two shops in Vega Baja which employ 111 persons. 

The Floor Coverings Company of Puerto Rico, Inc., which began pro¬ 
duction on the Island shortly after the end of T. r orld Nar II, currently oper¬ 
ates two shops. The largest of these is located in Trujillo Alto where 
"operations are being concentrated in a new factory building. In addition, 
a small operation is still conducted in Fatillas and.production was formerly 
carried on in Carolina as well, 

■The most- recently established firm is Rugcrofters of- Puerto Rico, 
Inc., which started operations on January 1, 1950, This company runs an 
establishment in Carolina, Puerto Rico and also operates a plant on the main¬ 
land in Asheville, North Carolina. At the present time, this firm employs' 
more workers than either of the two older firms. 

During the late war and early postwar periods, two additional firms 
produced hooked rugs in Puerto Rico, but both of ohase firms ceased operation 
shortly before Special Industry Committee No. 5 investigated the industry. 
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The Puerto Rico Rug Cooperative began producing in 19Uk, after entering into 
a contract with the Floor Coverings Company of Hew York. It subsequently 
entered into another contract with the Floor Coverings Company of Puerto Rico, 
a branch of the Hew York firm, which was followed by a similar agreement with 
Stephen Rug Mills, Inc., of New York, This contract was terminated on January 
10, 1 9h7, and the company ceased operations at that time. The Resettlers Rug 
Cooperative was organized in July 1 9h$, with the assistance of the Puerto Rico 
Reconstruction Administration, It had the same type of agreement -with Stephen 
Rug Hills as did the Puerto Rico Rug Cooperative, and charged Stephen Rug Hills 
at a rate of 87-2 cents per square foot, f.o.b., Puerto Rico. On termination 
of its agreement in December 19U6, the Resettlers Rug Cooperative was liquidated. 

Nature of operations 1/ 

The hooked rug, or the pulled rug, as it is sometimes called, is 
the most important of the hand-made rugs, as v/ell as the first to be made on 
a frame. The only other equipment used in making hooked rugs is the hook or 
needle from which it gets its name. The hook may be a simple piece of steel 
with a hook on the end, inserted into a wooden handle, or a more complicated 
tool which operates as a sort of punch, Manually operated electric hooks have 
also been used in recent years. 

Hooked rugs are usually made from either woolen or cotton materials. 
The same tools are used with both kinds for there are only slight differences 
in the technique of their production. The main point of difference concerns 
the manner in which the loops of material or yarn arc pulled up through the 
foundation on which the i*ug is made. The design of the rug is stencilled on 
the foundation which is usually burlap or cotton canvas and the foundation is 
stretched on a wooden frame. The design is then filled with the yarn, or 
occasionally with strips of cloth which arc hooked or punched through the 
meshes of the foundation by means of the hook described above, so as to form 
a loop or pile on the face or topside. Latex is frequently added to tho back 
and woolen hooked rugs arc frequently clipped or sheared to enhance their 
appearance. 

Host of the hooked rugs and carpets presently manufactured in 
Puerto Rico are made of pure woolen yarns; however, some wool-rayon combina¬ 
tions have also been produced. The other principal materials utilized arc 
cotton or jute backing, chemicals and latex. • • 

The nature of operations of the three companies is, of course, 
similar. As reported in detail by Rugcroftcrs, the operations.usually consist 
of: cutting and sewing tho backing material; fastening the backing to frames; 
stencilling the backing; hooking the woolen yarn into the backing; latexing 
the backing; finishing (clipping or shearing); packing; and over-all super¬ 
vision. 


1/ Abstracted largely from A. II. Hicks, The Craft of Hand-Made Rugs , Empire 
State Book Company, New York, 1?36* 
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Typos of hooked rugs 


■ There aro throe principal types of hand-hooked rugs: the household 
hooked rug, rolled carpeting, and special order nigs. Household hooked rugs 
are manufactured in various sizes (2x2, lp:6, 9x12), arc -usually rectangular 
or oval in shape, and arc characterized by floral designs in various color 
combinations. Rolled-carpeting is made essentially the same way as household - 
hooked i*ugs except that frames of varying widths up to 75 feet in length arc 
used. The carpeting is generally uni-colored and does'not contain designs. 
Special ordor rugs arc custom made as to size, style, design, color, quality, 
and finish, • . 


Prior to 19h7, the Puerto Rican industry produced primarily standard 
household hooked rugs in traditional colonial patterns. At that time, however, 
owing to the resumption of imports of household hooked rugs from the Crient, 
producers on the Island shifted their operations almost entirely to the pro¬ 
duction of rolled carpeting and special order rugs. 

Employment 


In November 1951, there were 6h9 factory '/orleers employed in the 
Hooked Rug Industry in Puerto Rico with a weekly pay roll amounting to 
09 , 176 * 70 # Statistics for the individual establishments were as follows: 


Name and address of .firm; ‘ Humber of employees Weekly pay roll 

Floor Coverings Company of 
Puerto Ricoj Inc, 

Barrio St, Ju3t,-Trujillo Alto> P.R . 

Trujillo Alto Shop 
Patillas Shop 

Rugcrofters of Puerto Rico, Inc, - 


Barrio Sabano Abajo, Carolina, P.R, 

271 

' 3,353.G5 - 

Creative Textiles, Inc. 

• 

Vega Baja, P.R. (2 shops) 

Ill 

1.U57.02 


Total 61*9 ' 09,179.78 


261 

m 

, 37 


0 3,065,91 
3,296.03 
- 572.08 


In the first quarter of 1950/ these three firms employed 687 factory- 
workers and 31 homeworkers. At -that tine, Floor Coverings had 313 factory 
workers and 31 homeworkers, Rugcrofters of Puerto Rico had 206 factory workers, 
and Creative Textiles, 168, 

The present employment level is considerably lower than it was five 
years ago. Information obtained during the last quarter of 19h6 and the first 
quarter of 19l*7 indicated that a total of approximately .1,30.0.. workers .were 
engaged in the production of hooked rugs at that time. Of this number, slightly 
less than 1)00 were homeworkcra* . - - • 
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Puerto Rico 

The Hooked Rug Industry in Puerto Rico is almost completely dependent 
upon the mainland market* The entire output of two companies and about 90 per¬ 
cent of that of the third company are shipped,to Hew York City for distribution. 
Shipment figures to the United States, therefore, provide an accurate indication 
of production trends on the Island (Table l)». 

Prior to 19h7, the Department of Commerce’s reports on shipments from 
Puerto Rico to the United States grouped data on the quantity and value of 
hooked rug shipments with those for other types of rugs. Some appraisal of 
hooked rug shipments may, however, be obtained from an analysis of the quantity 
and value of shipments for all types of nigs combined. This is particularly 
■true for the latter part of the period up to 19U7 when shipments of hooked rugs 
constituted by far the most important item in the over-all rug classification. 

In I 9 I 4 . 7 , the Department of Commerce, at the request of the Rage and 
Hour and Public Contracts Divisions, reported separate data for woolen hooked 
rugs coming from Puerto Rico for the first time. Beginning in January 1951, 
however, shipments of hooked rugs are listed by the Department of Commerce 
under "rugs and carpets, wool". In addition, the quantity of shipments began 
to be reported at that time in terms of square yards. 

Rug shipments from Puerto Rico increased in quantity and value from 
1938 to 19hl. It is apparent from the low unit price, however, that a compara¬ 
tively small proportion of the rugs shipped during those years were hand-hooked. 

Owing to the lack of imports from the Orient and the conversion of 
domestic carpet mills to the production of canvas duck and other heavy fabrics 
essential for military purposes, hooked rug manufacturers enjoyed an unusually 
strong demand for their output during the war years and production rose materi¬ 
ally, 'Similar conditions apparently did not prevail for string jrug producers 
and from the middle of the war period to 19U7, the vast majority of the rugs 
shipped from Puerto Rico consisted of household hand-hooked rugs. As a result 
of this change, the number of rugs shipped from the Island during the war years 
remained below the pre-war peak attained in 19l*l, but the value of rug shipments 
increased sharply. Thus in 19U5, the number of rugs shipped amounted to 87,U58 
as cor.roared to 110,256 in 19Ul, but the value in the same period rose from 
0180,1*03 to 01,3U9,353. 

A further substantial rise in hooked rug shipments occurred in 191*6 
when the quantity of all rugs sent from the Island reached 11*5,765 and the value 
02,157,U3U* Since the size of rugs varies considerably, data on the. number 
produced do not adequately reflect actual volume of production, llcaaurcment 
of quantity in terms of square feet is much more significant. Assuming that 
the rugs shipped in 191*6 were of the same weight as those shipped in the first 
eight months of 1951, total shipments in that year apparently exceeded three 
million squaro feet. 
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Table 1. Hooked Rug Industry in Puerto Ficoi Quantity and 
▼slue of woolen hooked rugs shipped from Puerto Rioo to 
the United States 1938 * August, 19S1 


dumber 


Quantity 

er Square feet! 


Value 


Dollars 



i 110,256a/ 

* 

180,403V 


108,664a/ 

*. • 

175,196a/ 

1 

I 91,570a/ 

• 

219,309a/ 


46,039a/ 

m | 

502,704V 

> 

1 87,458a/ 

* ! 

1,349,353a/ 

1 

146,765a/ 

t 

2,157,434a/ 

t 

47,203 

• 

1,051,376 

\ 

94,395b/ 

- 

1,581,646b/ 

) 

, 65,021 

t 

m 

1,172,063“ 

t * 

First Quarter 

4,359 

669,234c/ j 

477,533 

Second Quarter 

3,946 

641,942c/: 

606,394 

Third Quarter 

6,404 

737,584c/ j 

660,691 

Fourth Quarter 

, 9,056 

996,888c/ 

956,635 

Total 

j 22,765 

2,945,648c/ 

2,700,253 

January 

1 " & 

339,732 

284,720 

February 

i - V 

212,670 

235,687 

*'arch 

! - y. 

244,980 ’ 

393,765 

First Cuarter 


797,382 , 

914,172 

April 

- it, 

273,276 ; 

371,604 

May 

- d/ 

267,003 

433,639 

June 

- y. 

147,114 

300,024 

Second Quarter 

- ij 

687,393 

1,105,267 

July 

- % 

155,448 ! 

246,360 

August ' 

- V 

330,498 ; 

’ 429,186 

8 mos, total, 1951 

3/ 

1,970,721 J 

2,693,985 

8 mos. total, 1950 

12,734“* 

1,674,822c/I 

1,499,494 


Unit Value 
per square 
foot 


1.578 

1.298 

1.367 

.895c 


Source; United States Dept* of Commerces Monthly Summary of Foreign Commerce 
of the United States . 1938-1941 } from unpublished material for 1942 and l94&; 
United Stages Trade in Domestic"*-nd Foreign Merchandise with Alaska, , Puerto Pico 
and the Virgin Islands of the United States , Report M o, FT800, Calendar Year 1944 
^Revised through February 1945); United States Trade in Merchandise and Cold, and 
Silver with United States Territories and Possessions , feeport .Jo, FT800; Section ? 
monthly reports, 194b and 164(5; Foreign Trade Reports, Shipment of ' ,: erchandise 
from Puerto Rico to the United States , January 1947 - August 1951. 

a/ Hooked, string, and other. Figures for woolen hooked rugs not listed separatel 
2/ figures for woolen hooked rugs not listed separately February-August 1948. 
c/ Square feet estimated on the basis of 1 square ft.s.5 lbs, shipping weight. 
This is the average shipping weight per square foot for the imports of first 
eight months in 1951. 

d/ "at available in numbers, but in square yards. Figures apply to "carpets 
and rugs, wool". 
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In contrast to these sizeable post-war shipments, a marked recession 
incident to peace time conversion in- thi United States and the resumption of 
inports occurred in the spring of 19k7• There were a number of reasons for 
this development} dealers were clearing their slow moving and high priced 
inventories^ large quantities of hooked rugs began to enter the United States 
from China at prices considerably below those for competitive goods produced 
in Puerto Ricoj and with the period of war scarcity over, the American con- 
sinner was beginning to demand finer quality and better value. Jn fact, during 
the early part of 19U7 the situation was such that the two rug cooperatives 
v/ent out of business and Creative Textiles suspended its operations in order 
■to clear its inventories and develop new patterns. 

Owing to the increasing difficulty of competing with standard house-' 
hold rugs brought in from China at very low prices, Puerto Rican manufacturers, 
■taking advantage of the vogue for wall-to-wall carpeting,.shifted their pro¬ 
duction during this period from standard household rugs, to rolled goods and 
special order rugs. Concomitant with this development, the chief market out¬ 
let for Puerto Rican' production shifted from department stores to interior 
decorating shops and during the initial period of this shift, the volume of 
output dropped sharply below the peak 191/6 level. 

In 191+8, however, shipments of hooked rugs and carpeting from 
Puerto Rico to the mainland rose substantially but, along with most- soft 
goods lines, there v/as a decline in the following year* However, output in 
19U9. remained about the 19h7 level. 

Having developed new market outlets for their production,' Puerto 
Rican hooked rug manufacturers enjoyed the benefits of the high demand for 
house furnishings in 1950. As a result, shipments in that year rose to almost 
three million square feet valued at approximately $2,700,000. At this level, 
the number of square feet produced was almost as great as. in 191/6 and the 
value of production, owing to higher prices of raw wool, was considerably, 
above, the previous peak. 

A high level of shipments of hooked rugs and carpeting from Puerto 
Rico was maintained during the first five months of 1951* In June and July 
of 1951, there was a marked downturn in shipments but in August,, the latest 
month for which data are available, there v/as a return to levels that pre¬ 
vailed earlier -in the year. In the first eight months of 1901, shipments 
amounted to 1,970,721 square feet valued at $2,693,985 compared With an esti** - 
mated 1,675,000 square feet valued at $1,U99,1/9U in the comparable period of 
1950, : The increased value per square foot for 1951 shipments was attributable 
to the markedly higher prices for carpet wools. This is revealed by an analysis 
of wool yarn shipments from the United States to Puerto Rico, as shown in Table 
2. These statistics also indicate the general trends in hooked rug production 
on the Island since most of the wool yarn shipped to Puerto Rico is used in 
the production of such rugs. 

The high level of shipments of hooked rugs from Puerto Rico in 
1950 and the first eight months of 1951 was undoubtedly accounted for by the 
large volume of new residential construction during those years combined 
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Table 2. Shipments inte Puerto Rico of Wool Yarns SJ from the 

United States; by quantity and value, 1946 — July'1951. 

i 


* » 

Year. 

Net weight 
in pounds 

Value 

Unit value 
per pound 

1946 

805,608 

* 809,691 

*1.01 

1947 ■ 

476,653 

568,980 

1.19 

1948 

575,421 

634,571 

1,03 

1949 

5.60,467 

632,955 

1.13 

1950 




First Quarter 

177,473 

194,47r 

1.10 

Second Quarter 

196,746 

227,546 

1.16 

Third Quarter 

258,610 

331,832 

1,28 

Fourth Quarter 

250,219 

380,419 

1.52 

Total 

883,048 

1,134,268 

1.28 

1951 




January 

56,852 

89,190 

1.57 

February 

109,945 

207,831 

1.89 

March 

137,734 * 

266,537 

1.94 

First Quarter 

304,531 

563,558 

1.85 

April 

73,452 

156,493 

2.13 

May. 

77,825 

165,272 

2.12 

June 

50,537 

' 120,637 

2.38 

Second Quarter * 

201,814 

442,402 

2.19 

July 

31,169 

71,752 

2.30 

7 months total, 1951 

537,514 

1,077,712 

2.00 

7 months total, 1950 

— ____J 

454,639 

519,303 

1.14 


Note : Wool yams riot listed separately prior to ,1946., 


Source : U, S. Department of Commerce, Bureau of the Census, United States 
Trade in Merchandise and Gold and Silver with United States 
Territories and Possessions (except Alaska and Hawaii), 1946- 

733rr^i—-;-—:-:- 

a/ Includes carpet wool yam. 
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"With forward buying in anticipation of higher prices on the part of both con¬ 
sumers and distributors. Since the spring of 1951, however, raw carpet wool 
prices have declined markedly and both consumers and buyers for the distribution 
trades have reversed their previous tendency toward anticipating future needs 
and are currently reducing rather than accumulating inventories. This develop¬ 
ment has undoubtedly reflected itself in the demand for Puerto Rican hooked rugs 
but is not fully discernible from the shipping statistics for the first eight ■ 
months of 1951. ' • 

Production of hooked rugs in 1951 by the three individual firms which 
operate in Puerto Rico is shov/n.in Table 3* It will be noted from this table 
t-hat output for the first four or five months of 1951 proceeded at a high levelj 
■there was a decline during the summer months followed by an upturn in the fall. 
However, output in the most recent months is considerably below the peak levels 
of the earlier months of the year. 

A comparision between the production .figures submitted by the three 
hooked rug companies and the shipment figures reported for "carpets and rugs, 
■wool" by the Department of Commerce for the first eight months of 1951 reveals 
■that shipments were considerably greater than production during this period, 
"While there is normally a time lag between production and shipments, the firms 
apparently made considerable shipments from,inventories built up in earlier 
periods, • . „ 

* . » 

In line with the price fluctuations of raw carpet wool, the value p6r 
square foot of hooked rugs shipped from .Puerto Rico rose markedly up to tha 
second quarter of 1951* Subsequently, there has* been a noticeable decline 
from the peak levels reached during that period,’ For the first eight months 
of 1951, the value of shipments averaged 01*36? per square foot. The highest 
value of shipments amounting to 02.039 per square foot was reached in June but 
by August, there was a reduction to 01*298 per square foot, 

> > 

The differences■in unit prioes among the individual companies reflect 
the types of rugs’manufactured* Thus,- the value'of production per square foot 
for Creative Textiles and Rugcrofters which devote the larger part of their • 
production to higher priced special orders was greater than that for Floor 
Coverings which makes a larger proportion of rolled goods, - 

United States mainland . ' • ’ *' 

-;-, ‘ 

* • 

Hand-hooked rugs .have been made on the mainland since colonial days. 
Initially, such rugs were produced for personal use or for sale to local con¬ 
sumers but later individual producers^ principally in Not/ England and North 
Carolina, sold their rugs to tourists and to tourist Shops*. . . 

Gradually, the production of hooked rugs in' the United States began 
to be developed on a commercial scale, particularly in the western highlands 
of North Carolina. In fact, duriqg Vforld "Jar II several of the largest Now York 
rug firms had all of their hooked rugs produced In that area. 
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Table 3 # Production of Hooked Rugs in Puerto Rico by Rugcrofters , Inc*, Floor Coverings 
Company of Puerto Rico, Inc*, and Creative Textiles, Inc* in 1951 
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Although production in ITorth Carolina in the last few years has de¬ 
clined below the peak levels of the immediate post war period, three firms 
S'^ill operate in that, region. The Treasure Chest Mutual, Inc, of Asheville, 
North Carolina is the only mainland manufacturer which still produces a lower 
priced hand-hooked rug. This firm was’organized in 19b0 and operates on a 
cooperative basis-with most, of "the WorR being done' in the homes of ’the mountain 
people in : the area. The rugs produced by'this company are generally standard 
household.rugs composed of a mixture of wool .and. synthetic.fibers or of cotton, 
They, compete, primarily .with imported, rugs and are lower- in quality than- the 
rugs produced in Puerto Rican or othor' domestic' firms, . 

- • # - • « '■•••■ • • . ’ 

The dther mainland producers of hooked rugs of which the Division 
has jcnowledge are Spinning Wheel Rugs, Inc,-, of Hendersonville, ITorth Carolina; 
Rugcrofters, Inc, of Asheville, North'Carolinaj rriscilla Tbrner Rug Guild of 
Turner, Maine; The New England Guild of Portland, Mainej Vgoske Shop of Grand 
Rapids, Michigan; and Joseph Blumfiel^ of Los ingeles, California, 

. . .% « ■ ' ♦ : * 

All of these companies specialize in*high,quality all-wool rugs of 
careful workmanship, most of which art? made on'a special' order basis rather 
than for stock." They operate with a Comparatively small number of workers 
and’utilize a manually guided electric hook or. punch. Labor costs for most 
firms wan reported to average about- 251. percent,of total costs, < • • • 

. . _ • • •. > ■ * 

In general, the mainland firms consider their product as competitive 
with’ similar items made in Puerto Rico* Although aclcnowledging the greater 
productivity of workers using electric; hooks, they maintain that this advantage 
is appreciably reduced on patterns involving numerous changes in color. 

Foreign competition 

0 

• • • • ; 

, The chief sources of competition on hand-hooked rugs from foreign 
countries have at various times been China, Japan, and Mexico, 

r . >. ‘ 

'China ■ ' * 

■ ■ ■ ■ » • * 

t . • • 5 * 

The Chinese hooked rug industry was originally.started by the Japanese 
who ostablishod-plants in Tientsin and*Peiping,' The first imports in volulae 
from those areas into the United States began in 1933 and sizeable shipments 
in increasing volume word made until the American entry £nto ITorld Viar II, 

In 1&.1, China shipped to the United States about 3% million square feet of 
hooked rugs valued at approximately 09S>O,OOO. . 

. . . • •. 

During the war period, no shipments of rugs wero received from China 
although small quantities wore withdrawn from bonded varQhouses. Beginning 
in I9J4.6, however, largo scale imports of hooked, rugs from China were resumed 
(Table u). In 19U7, such shipments amounted to over million square feet. 

In the following year, they more than doubled reaching a'total of over 
million square feet. Despite local hostilities.and a recession in the United 
Statcp, shipments in 19h9. continued to rise and-reached a volume of over 8 
million square feet* Tho peak volume was achieved in 1950 when imports of• 
hooked rugs from China amounted to about 13^ million square feet valued at' 
approximately $4#800,000* ’ ■ ' ' . .""" " . ' 
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Table 4* Inporta Into the United States ef wool fleer coverings, ineluding mats and 
druggets, not specifically provided for, from China, Japan and Ihxioo by quantity 

and value, 1946 — August 1951* 


Valued not over 40 
cents per square 

amirs, an..,.4^1 


Unit value 
per square 
foot 


Valued ove r 40 o'enig 
•per square foot 

Square foot | Dollars 


Vnit value 
per square 
foot 


Year 


£L 


1946 

1947 
.1946 

1949 

1950 
1951, 

January 

February 

March 

April 

May' 

J\ine 

. July • 
August 

8 no*, total; 1951 

8 mos* total, 1950 

194G 

1947 

1948 

1949 

1950 
1951, * 

January 

February 

Mapoh 

April 

May 

June 

July 

August 

8 mos, total, 1951 
8 mos* total, 1950 

194G 

1947 

1948 

1949 

1950 

1951 

•January 

February 

l-feroh 

April 

May. 

Juno 

July 

.August ' 

8 mos, total, 1951 
8 mos, total, 1950 


. ,73,513 
1 , 632,101 
4,941,210 
7,802,548 
12,809,8§8 

1,071,128 
199,791 
33,185 
26,913 
. 10,562 
4^50 
1,922 

i» 348*; 451 
7,329,109 


6,Goo 

1,374,401 

3,254,416 

m 

348,116 

158,984 

223,383 

w 

1.974!0^1 
2,110,482 


Z & 2 £ 
388,897 

11,722,982 

2,692,953 

4,450^280. 



477, W 

2,519,554 


:2;508 


615,620 

590,592 

93 $ 368 
13,389 
3,735 
953 


111,445 

421,325 


171,383 

203,349 

123,407 

62,226 

im 

12,499 

26,038 

e;oo6 

1,610 

* •* 

184^00? 

36i285 

4,930 

l$3Co 

339 


42,914 

121,072 


l 


■tsisr 

to, 350 
•238 

• 349 

• 345 
•347 

♦^8 

e324 

•291 

*390 

*400 

• 314 

•354 
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t38° 
• 368 
e380 

*•378 

•379 

•354 

• 391 
•337 

• 305 
•214 


•382 

Mexico 

•244 

•246 

is 

• 388 

• 368 
. .364 

•355 


• 38^ 
*207 


872,566 

894,485 

575,525 

303,974 

535,481 

67,496 

l,$67 

3,724 


611,426 

659,126 

380,346 

197,633 

339,937 

40,571 


10 

'659 

52,099 


3,oi7 

4,812 

163,255 
305,828 
275,478 
437,593 
268,81 r 
402,64' 
1,862,24 
20,94 


1,249,189 

210,124 

101,326 

927 


14,104 

6,39 s 

6,291 

5,194 

4*126 
22,773 
58,886 
4^ 621 


44,143 

232,054 


; 6 

417 

I 29,677 

li793 

; 2,358 

! 78,668 
141,705 
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T'ith the entry of Chinese troops into the Korean conflict, an 
embargo was placed on imports from the mainland of China and as a result, 
shipments from that source have been negligible since January 1951* In fact, 
no shipments at all were reported for August, the latest month for which data 
are available, Iloreover, despite heavy shipments in 1950, inventories of 
Chinese rugs in the hands of mainland distributors appear to have been reduced 
to snail broken lots. Consequently, under present circumstances, competition 
from China has effectively ceased, * 

Practically all rugs of Chinese origin consisted of household sizes 
in standard patterns but in 1950, a small quantity of rolled carpeting is also 
reported to have been shipped from China, Producers in that area enjoyed the 
advantage of a local supply of carpet wools as well as extremely low labor costs 
for spinning yarns and manufacturing rugs, 

Japan 

Although Japan had also shipped woolen hooked rugs to the United States 
from 1933 through 19hl, imports from that source were not resumed in quantity 
until the summer of 19^9♦ In that year, total shipments from Japan amounted to 
about 1,375,000 square feet. In 1950, there was a sharp increase to about 
3,300,000 square feet and the upward trend has continued to the present. Thus, 
in the first eight months of this year, imports of woolen hooked rugs from 
Japan have amounted to 3,837,000 square feet compared with 2,131,000 square 
feet in the comparable period of 1950, 

The sharp increase in Japanese imports in 1951 is no doubt attribut¬ 
able in part to the exclusion of Chinese goods, Iloreover, prior to the cessa¬ 
tion of Chinese imports, most rugs from Japan wore reported as having a foreign 
valuation of hO cents or less per square foot whereas since March 1951 an 
increasing proportion of the Japanese rugs have been valued at over lj.0 cents 
per square foot. This change in valuation is attributable to the rise in wool 
prices and to the practice of the Customs Office in assigning a valuation of 
over 1*0 cents per square foot even to rugs which may have been produced at a 
lower figure, 

• 

Although these rugs from Japan are imported and sold as wool, ac¬ 
cording to buyers of several large department stores and to representatives 
of wholesale distributing firms, Japanese hooked rugs imported in recent years 
contain little or no virgin wool. They typically consist of a blend of from 
20 to 60 percent reprocessed v/ool with rami and other fibers being extensively 
used. This situation arises from the fact that Japan has no domestic carpet 
wools and formerly imported such material from China, V< r ith the lack of dollar 
exchange, Japan has been unable to compete in world markets for the limited 
supply of virgin carpet wools and has used instead reprocessed wool Which does 
not dye as well as virgin v/ool and gives an inferior product. 

Most Japanese imports consist of standard household rugs which retail 
in the popular price categories. In this field, Puerto Rican and mainland pro¬ 
ducers can not compete with Japanese goods on a price basis. In addition, some 
Japanese rolled carpeting has also entered the mainland market, YJhile these 
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goods have sold at -lower prices than rolled goods originating from domestic 
sources, their quality is considerably inferior owing to the fact that they 
contain a mixture of reprocessed wool and other fibers and are frequently not 
of uniform or good color, • 

' 0 

In addition to the hooked rugs containing fcool which have been 
imported from Japan, large quantities of cotton hooked rugs have also been 
brought in from that country in the past two years (Tabic 5). These rugs, 
of course, sell in much lower price ranges than woolen rugs but have served 
in part as a replacement for the woolen household nigs formerly imported from 
China, In 1950, over 3*2 million cotton hooked rugs were imported from Japan 
and in the first eight months of 1951, the volume of such shipments rose to 
almost 7 million square feet, 

Ucxico 

During ITorId War II when Oriental sources were cut off, American 
manufacturers developed llexico as a source of supply for hooked rugs. In 19U6, 
imports from that country amounted to over 1,250,000 square feet. Subsequently, 
there was a marked decline in shipments from this source but in 19^9 and 1950 
Ucxican imports amounted to about 600,000 square feet, practically all of which 
wore in tho lower price brackets. 

In 1951, shipments from Hcxico have again declined and no shipments 
of rugs valued at UO cents or less have been received since April, However, 
in July a small quantity of higher-priced rugs began to be. imported from that 
source. 

Some of the shipments from Mexico represent rolled carpeting which 
sells in Hew York for lower prices than carpeting originating in Puerto* Rico, 
However, Ilexican carpeting is only part'wool and contains a mixture of hair 
and other fibers. It is generally comparable in quality with similar goods 
imported from Japan, 

Tariff rates 

In meeting foreign competition, Puerto Rican products have the ad¬ 
vantage of entering the mainland market free of duty, there as imports from 
foreign countries of floor coverings, including mats and druggets, wholly or 
in chief value of wool, not specifically provided for (including hooked rugs), 
are subject to tariff charges under Paragraph 1117(c) of.the Tariff Act of 1930, 
as modified by the Geneva Agreements (General Agreements on Tariff and Trade) 
of 19U7. Effective Hay 22,19U8, the rate of.duty on imports in this classi¬ 
fication, for rugs valued at not over 1|0 cents per square foot, was reduced 
from 30 percent to 15 percent ad valorem; and for rugs valued over UO cents 
per square foot, the tariff was reduced from 60 percent to UO percent ad valorem. 

These rates are applicable to.imports of hooked rugs at'the present time, 

• • 

Floor coverings, including carpets, carpeting, mats, and rugs, wholly 
or in chief value of cotton, not specifically provided for (including hooked 
rugs), are subject to tariff charges under Paragraph 921 of tho Tariff Act of 
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Table 5. Inports into tho United States of Kand-hoo’ ed 
Cotton Rugs fron Japan, by quantity and value, 1942 - 


nur. a. 

leer 

Quantity 
Square feet 

Value 

Dollars 

Unit value 
per square 
foot 

1943 



. — 

1949 

, 1,647 

515 

^>0.313 

1950 

3,567,573 

615,777 

.173 

1951 

• 



January 

605,169 

119,367 

.197 

February 

727,947 

130,540 

.179 

I arch 

948,607 

139,464 

.147 

April 

1,026,873 

168,353 

.164 

May 

869,031 

259,993 

.299 

June 

« 

1,111,752 

282,080 

.254 

July - 

1,064,709 

302,323 

.284 

August % 

611,505 

196,530 

.321 

8 months total, 1951 

6,965,793 

1,598,650 

.230 

8 nonths total, 1950 

1,452,384 ’ 

i 

247,633 

.171 


Note : No data available on cotton hoohed rugs prior to 1942 

So urce • U. S, Departnent of Coi r or ce, Bureau of the Census, United States 
Inports of Merchandise for Consumption , 1942 - August 1951 
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1930i'Ts" modif ied by th 8 ‘ Geneva' Agreements’ ('Getter'al Agreements' w Tariff and ' 
Trade) of 19l;7» The modification resulted in the lowering of duty from 35% 
ad valorem to the present rate of 17 .ii- percent ad valorem# 

. • • » : * „ -t 

.Owing to increases in the price, of. carpet wools, the vast majority 

of woolen hooked ru£s imported from,foreign countries now enter the United States 
at a duty of UO percent ad valorem* Since raw carpet wools enter the United 
States free of-duty and since--la^ or cost in the manufacture of hooked rugs- 
ranges from 20 to 25 percent of total costs of production, this duty offers 
c 051 siderable ( protection to : domestic manufacturers for comparable quality goods, 
particularly in the higher priced lines. However, part of this protection is 
reported to be dissipated by the considerably higher cost of spinning and dyeing 
carpet yams, in the United-States, This latter factor accounts in large part 
for ttje ability pf the Japanese to make rugs from reprocessed wool and fixed 
fibers to sell at prices with which domestic producers can not compete, 

t ^CE DATA 

Earnings 

In order to assist the committee in the performance of its statutory 
functions, the Divisions secured transcripts of the pay rolls of all establish¬ 
ments in Puerto Rico known to be engaged in the manufacture of hooked rugs. 

The data for these five establishments indicate that the 61*9 employees .engaged 
in the manufacture of hooked nigs during a workweek in November 1951 earned an 
average of 37*7 cqnts an hour (Table 6 ). The 352 employees engaged in hand- 
eewing operations earned an average of 35,7 cents an hourj and the 297 employees 
engaged in operations other than.hand-sowing earned an average of. 39,7 cents an 
hour. The average length of the workweek for all employees 37*5 hours. Em¬ 
ployees engaged in hand-sewing operations averaged 3k hours; and employees 
engaged in operations other than hand-sewing averaged 1 * 0.9 hours. 

As shown in Table 7* average hourly earnings rose 1,8 cents between 
the first quarter of 1950 and November 1951. Employment and average hourly 
earnings in other than hand-sewing"operations’ remained.essentially the same " 
between these two periods. On the other hand, there was a reduction in the 
number of employees engaged in hand-sewing operations and an increase in their 
earnings of 2,li’ cents an hour. This change, may bo attributable•more to the 
elimination of less efficient workers than to ah upward adjustment of piece 
ratos. 

Collective bargaining agreements 

Both Floor Coverings, Inc., and Creative Textiles, Inc, are operating 
under collective bargaining contracts. Creative Textiles, Inc, expects to sign 
a new agreement in January 1952, while Floor Coverings, Inc. signed a two-year 
contract with its union, an affiliate of the CGT-CIO, in July 1951, 

The latter agreement is patterned after mainland contracts but also 
contains sections dealing with the establishment, of a consumers* cooperative 
and a death benefit fund. 
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Table 6* Hooked Rug Industiy in Puerto Ricos Distribution 
of employees according to average straight-time* hourly 
earnings, November 1951 


Average hourly earnings 
(cents) 

Total 

Hand-sewing 

Other 

m 


Number 

Percent 

Number 

Percent 

18.0 - 19.9 

i- 

1 30 

lw7 

30 

8.5 



20.0 - 2l*.9 

3U 

5.2 

3U 

9.6 



25.0 - 29.9 ! 

1 80 

12.3 

38 

10.8 



27.0 - 29.9 1 





1*2 

U*.l 

30.0 - 3U.9 

115 

17.7 

1*9 

13.9 

66 

22.2 

35.0 - 39.9 

153 

23.5 

65 

18.5 

88 

29.5 

1*0,0 - 1*1*.9 i 

i 107 

16.1* 

69 

19.6 

38 

12.8 

1*5.0 - 1*9.9 j 

5l 

7.9 

38 

10.8 

13 

lui* 

50.0 - 51*.9 

31 

1*.8 

18 

5.1 

13 

U.l* 

55.0 - 59.9 i 

! 17 

2.6 

7 

2.0 

10 

3#U 

60.0 - 61*.9 i 

9 

1.1* 

2 

0.6 

7 

2.1* 

65.0 - 69.9 

1* 

0.6 

1 

0.3 

3 

1.0 

70.0 - 7l*.9 

1 

0.2 

1 

0.3 

- 


75.0 - 79.9 

7 

1.1 



7 

1 2.1* 

80.0 - 89.9 

1 

0.2 



1 

0.3 

90.0 - 99.9 : 

! 5 

0.8 



5 

1.7 

100.0 -119.9 1 

2 

0.3 



2 

0.7 

120.0 -139.9 : 

1 

! 2 
i 

0.3 



2 

1 -0.7 

Number of establishments 

5 

5 

5 

Number of employees 

61*9 

352 

297 

Average straight-time hourly 







earnings (cents) 

37.7 

35.7 

39.7 

Average length of workweek 




1 



(hours) 

37.5 

3U.7 

1*0.9 


Source s Wage survey conducted by the U« S* Department of Labor, Wage and 
Hour and Public Contracts Divisions 
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Table 7, Hooked Rug Industry in Puerto Rico: Employment and average straight- 
time hourly earnings, fourth quarter of 1946 and first quarter of 1947, first 

quarter of 1950, and November, 1951. , ■ 


. 

All 

Operations 

Hand-sewing 

Operations 

Other than 

Hand-sewing 

Operations 

Fourth quarter of 1946 and 




first quarter of 1947 




Number of establishments 

10 

10 

10 

Number of employees 

• 1300 

1018 

282 

Average hourly earnings (cents) 

, * 

27.8 

25.1 

. 37.1 

First quarter of 1950 

• # 

r 


• 

Numbbr of establishments 

6 

6 ‘ 

t 

.6 

Number of employees 

- 607 

389 

298 

Average hourly earnings (cents) 

' * • . 

35.9 

33.3 , 

39.2 

November 1951 • 

■ « ; 

• 

t 


4 

*■ 

Number of establishments 

• 5 

4 

5 

4 

.5 

Number of employees 

•* 649 

352 

297 

Average hourly earnings (cents) 

■ -j 

. # 

37.7 . 

• 

35.7 . 

1 

>9.7 


9 ' ' * 

Source : Wago surveys conducted by the U.. S. Department of Labor,. Wage and Hour 
and Public Contracts Divisions 
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The wage section includes piece rates for various types of rugs and 
prescribes the following minimum hourly wages; 


Punching Department 


Punching 

00,33 

Checking 

0.36 

Utility (Thread and 

needle) * • 

• ■ ©,ho- - ■ 

Cutting 

0,33 

Finishing Department 

Finishing Y.'omen 

0.36 

Men. . 

. . 0,38. . . 

Burling 

0,30 

Shearing 

o.Uo 

General Department 

Balling 

0.30 

Sewing . , 

. . 0.36 . , 

Any other 

0.30 

of increasing the minimum 

vrarre 


As previously mentioned, the minimum wage rates currently- applicable 
to employees engaged in the manufacture cf hand-hooked rugs are 18 cents an hour 
for "hand-sev/ing' 1 operations and 27.csnt3.an hour.for other operations. Since 
no machine-hooked rugs are being manufactured in Puerto Rico, the UO-cent rate 
for this division is not currently applicable to any employees in Puerto Rico. 

Table 8 shows the estimated direct effects that would result from the 
establishment of various possible minimum wage rates from 20 to 75 cents an hour 
for employees engaged in hand-rsewing operations, for employees engaged in opera¬ 
tions other than hand-sewing, and for all employees combined. 

S 

As of November l?5l, some 5U percent of the workers in the industry 
were, engaged in hand-sewing operations. Increasing the minimum applicable to 
such employees to 20 cents an hour would directly affect 8,5 percent of the 
workers and cause a direct increase of 0,lj. percent in their wage bill. Raising 
the minimum to 25 cents an hour .would directly affect 18,1 percent of these 
workers and increase their wage bill by 2,1 percent. The corresponding percent¬ 
ages for minimum wage rates of 30,35,U0 and 75 cents an hour would be 28,9 and 
5*3? U2,8 and 10,3j 61,3 and 18,Oj ICO and 110,3, respectively. 

Increasing the minimum for operations other than hand-sowing to 30 
cents an hour would directly affect lU,l percent of the workers and cause a 
direct increase in their wage bill of 0,6 percent. Raising the minimum to 35 
cents would affect 36,3 percent of the workers and increase their wage bill by 
lu3 percent. The corresponding percentages for minimum rates of i+0 and 75 cents 
would be 65,8 and ll,6jand 9h*2 and 78,5, respectively. 


- 19 - 


Digitized by 


Google 


(rru<?-ri ^ 




Table 8, Hooked Rug Industry in Puerto Rico* Ntanber and peroentage of workers directly affooted 
by, and estimated percentage inorease in wage bills resulting directly from, the establishment 

of varicus possible minimum wage rates, November 1951 



20 


/ 


Source* Wage survey conduetod by the U, S. Department of Labor, Wage and Hour and Public Contracts Divisions 




If b uniform minimum for all operators in the hand-hooked rug industry 
were established, l/ a rate of 30 cents an hour would directly affect 22,2 percent 
of the workers ana cause a direct increase in the wage bill of 2,9 percent. 
Similarly, a 35-cent minimum would directly affect 39,9 percent of the workers 
and necessitate an increase in the wage bill of 7*2 percent. The corresponding . 
percentages for minima of U0 and 7!? cents an hour would be 63,U and llu6, and 
and 97*3 and 99*9* respectively, . 

It should be nbted that these estimates make allowances only for the 
direct amount necessary to raise those workers presently receiving less than a 
given minimum up to that rate. The data do not permit the calculation of add¬ 
itional v/ago costs that may be incurred to maintain incentives or adequate wage 
differentials. 



In this connection, it should be noted that Special Industry Committee No, 8 
recommended a minimum rate of UO cents an hour for all employees engaged in the 
manufacture of hand-hooked rugs, ’.Thilc all three Puerto Rican manufacturers 
objected to this rate, none of them expressed opposition to the principle of a 
uniform rate for all operations. 
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Appendix liable A, Freight rates on shipments of raw materials for hooked rugs 
between New York and San Juan, and of finished hooked rugs between San Juan 
and New York, June 1947, July 1950, November 1951. . 


A 

# 4 

Article 

June 1947 


i 

November 1951 

per 

cubio 

foot 

per 

100 

lbs. 

per 

cubic 

foot 


per 

cubic 

foot 

per 

100 

lbs, 

L - - 

Outward freight rate 







U. S, to Puerto Rico 







Burlap 

• - 

6 .69 : 


0 .79 

0 - 

0 .89 

Cotton piece goods 

.32 

m 

.37 

mm 

.42 


Dry goods 

.32 

m 

.37 

- 

.42 ! 

f — 

Needles 

.40 

1,00 

.46 

1.15 

.51 

: 1.25 

Notions 

.40 

1.00 

.46 

1.15 

.51 

: 1.25 

Thread 

.40 

1.00 

.46 

1.15 

.51 

1 1.25 

Yarn 






1 

Cotton, jute, wool 

,26 

.64 

.30 

.75 

.35 

.85 

Synthetic 

.26 

.64 

.20 

.50 

.25 

,60 

N. 0. S. 

.40 

1.00 

. .46 

1.15 

.51 

1.25 

Homeward freight rate 







Puerto Rico to the U, S. 



i 




Hooked rugs 

.23 

i 

i 

1 

.30 


.32 

- 


Source: United States Atlantic and Gulf — Puerto Rico Tariff, Outward Freight 
Thrlff Nos . A, £, and £ Naming local Commodity Rates from U. S. Atlan ¬ 
tic and Gulf Ports is Porta in Puerto Rico .. , , and Homeward Freight 
TajJff Nop. A, £, and £ Naming Local Commodity Rates from Ports 
Pue.~ to Rico to United States Atlantic and Gulf Ports , issued by 
J, A. Finsterlo, Agent, Now York, New York (1947) arid J. W, de Bruycker, 
Agent, New York, New York (1950, 1951) 
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Appendix Table B 1 , Sales and stocks of domestic floor coverings in 
department stores (1941 .sales equal 100) 


Year 

Sales 

Stocks 

1940 

81 

• a/ 

1941 

100 

1 

• a/ 

1942 

105 

i 687 

1943 

116 

442 

19U 

• t 

109 

327 

1945 

105 

287 

1946 

167 

387 

1947 

209 

664 

1948 

226 

887 

1949 

193 

820 

1950 

216 

916 

1951 



January 

292 

1102 

February 

235 

1201 

March 

227 

1331 

j April 

224 

1318 

May 

206 

127b 

June 

173 

1225 

July 

154 

1154 

August 

197 

1168 

September 

. 208 

1121 


Note : Domestic Floor Coverings include carpets, rugs, and linoleum. 

Source : Department Store Statistics, Sales and Stocks, by Major Departments, 
Federal Rosorvo Bulletin. 

a/; Not availablo. * 
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